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ROYAL OAK DAIRY, LIMITED 


ANNUAL REPORT 


Financial Highlights 


1972 1971. 1970 
Ape ee : 

Sales ee) ‘$9,439,000’ $8,334,000 
aga ee s ae a 

Net Profit © 190,255? € 173,000 ) 79,000 
ee > oe eee Se 

Earnings per share ClassA 5.07. C462 2.11 
eso 

Class B 3.36 ~ ~~ 3.01 ) 1.13 

Working Capital* 754,000 554,000 497 000 


*Securities taken at market value at December 31. 


1969 
$7,441,000 


38,000 


1.01 


0.30 


192,000 


DIRECTORS’ REPORT 


TO THE SHAREHOLDERS: 


The 1972 financial results of Royal Oak Dairy Limited including Bantam Stores 
are satisfactory. Income after taxes increased 10% to $190,000 compared to 
$173,000 in 1971 and $79,000 in 1970. Earnings per share were $5.07 and $3.36 
on Class A and Class B shares respectively, compared to $4.62 and $3.01 in 1971 
and $2.17 against $1.98 on a fully diluted basis. Like our profits, sales were up 
10%. Our financial position is improved. Both the working capital and our use of 
it have increased; the portfolio of marketable securities, has been upgraded. The 
cash position is good. 


Dairy Division 


1972 Dairy Sales increased 4% over the preceding year to a record high due to 
additional wholesale accounts and higher milk prices. Expenses, especially for 
labour are higher and wholesale competition has lowered our margin. Thus dairy 
profits responded sluggishly to higher sales. The volume of milk delivered per 
route is at an all time high and we are proud of the flexibility and dedication of our 
salesmen which has made this possible. Some areas have been reduced to two or 
three day a week delivery schedules without loss of volume and in other areas retail 
deliveries have been consolidated, with a reduction of mileage and time. In the 
plant, almost all the product is now handled in stacks of five rather than case by 
case, reducing manpower and speeding truck loading. Cold storage has been in- 
creased ten percent, much of the floor has been re-surfaced and new in-floor 
conveyor installed. 


Our success has been based on quality and in the summer we used intensive ad- 
vertising both on radio and in the newspaper to re-inforce this image. We will re- 
peat this program in 1973. However, it will be secondary to a new aggressive 
promotion campaign which should boost sales. New products are planned, especial- 
ly in our very successful soft drink line new package designs will be ready for the 
summer season. Drinks, orange juice and margarine will be ‘‘specialled’’ repeatedly. 
The number of Royal Oak signs will be increased and many of the familiar red and 
white Royal Oak trucks will have a new, bolder look in 1973. We firmly believe 
that we can create a dynamic new personality and presence for Royal Oak Dairy 
in our market place. 


Bantam Stores Division 


Profits again increased in 1972. Sales rose 16%, although the chain store discount 
war depressed the second quarter. Expenses also climbed, but your management 
improved the product mix sold which led to higher gross margins and excellent 
profitability while maintaining competitive prices. Bantam’s marketing tools have 
certainly been very effective. Throughout the year, our independent store managers 
have supported us fully with loyalty and enthusiasm; at the year end, they were 
operating 42 stores. Two stores were opened in 1972 and one store was closed. We 
expect to open several new stores later in 1973. 


We regret to note the dealth of Mr. Alex McKee who served for many years as an 
officer and director of the Company. 


On behalf of the Board of Directors 


March 9, 1973 D. R. Hamilton, 
Hamilton, Ontario. President. 


ASSETS 


CURRENT 
(OF 1 PRR RR nea Rcd iri cr ncr Abn etipnAnoposacoticanprpacsaarcmosiontts 
Bank: time deposits :..cccsccassecccsstese ee sneses eases eteaseenccatssscreeseosans 
Accounts receivable - 
Tv A Chieti ce soe c te cons nsian sesienes as avs swanann ceiuenmectccsiessaadcmcecctassnr te sieeens 
Atibtliat edecOmpany cscccree. ccs cocccceosnctnee ss sosee ss scastacceeeees-sceesa sens 
Marketable securities - at cost 


(market value- 1972-$515,014 
WS SS:44 7416) dee eee 
Inventories - at the lower of 
cost and net realizable value - 
Produetsncsicer cers rceiecac tettoecrc cee rsbene attic cc eromaataneauecee 


SUPDILCS Pieces tisscsncucesetovetuecteessnseecee tenes chetee teres me ecencenees 
Prepaldiexpensess,cmssmc.ccaseatecrcs sont Saeco eee en te ene n ea seem ee coats 


Estimated overpayment of 
IMEOMEstAXEStewe rawr sscactecenates ducer tances clcaascaresaanassessessn seiswac(s 


ADVANCE TO AFFILIATED COMPANY 0... ecccccccccceesneeeees 


FIXED (Note 5) 
Land, buildings, plant and 
CQUIIDIMEME coos. cergectac-woes speacutse tes eer een secpeon tenses meteeeecadeanteate 
Accumutlatedid epreciationiescnmemaeecencnttserirtccen can tee 


GOODWILL 


Approved on behalf of the Board of Directors: 


D. R. HAMILTON, 
Director 


(with compara; 


1972 Oa 
$ 201,607 $ 121,051 
100,000 100,000 


277,983 Zon iie 
18,524 8,566 


283,733 299,185 


454,209 469,117 


55,879 58,223 
42,268 49,343 
5,920 


1,440,123 1,356,662 


30,000 10,000 
2,504,939 2,290,717 
1,316,494 1,212,051 
1,188,445 1,078,666 


35,501 35,501 


$2,694,069 $2,480,829 


N.R.McLEOD, 
Director 


To the Shareholders of Royal Oak Dairy, Limited 


Hamilton, Ontario. 


AUDITOI 


We have examined the consolidated balance sheet of Royal Oak Dairy, Lim 
retained earnings and source and application of funds for the year then ended. Our exa 
cords and other supporting evidence as we considered necessary in the circumstances. 


In our opinion these consolidated financial statements present fairly the - 
and the source and application of their funds for the year then ended, in accordance 


ceding year. 


HAMILTON, ONTARIO, 
February 15, 1973. 


LIRY, LIMITED 


4 Under the Laws of Ontario) 


SALANCE SHEET 


ER 31, 1972 
gures for 1971) 


LIABILITIES 1972 1971 
CURRENT 
Accounts payable and accrued liabilities ............ccccccccccceseeeceees $ 875,119 $ 913,241 
Managersacdepositsrectsac te. tcwreee tance oe canon Deere ets ee at 42,033 36,050 
Estimated liability for taxes ON INCOME ..........s.cccsseececesececeseeee 1,563 
917,152 950,854 
DERERREDRNAXe CREDIM 2 kiss. . 2 citscect acetone Fi eon 45,045 30,012 
LONG-TERM 
Bankaloaiisn INO terS) acces cee neceeten ee eee eee eee 230,000 200,000 
MoOntgages INO LE}2) erste escent ere ee ere oer te ee 150,751 91,281 


380,751 291,281 


SHAREHOLDERS EQUITY 


CAPITAL STOCK 


Authorized - 

37,500 class “‘A’’ preference shares of no par 
value, cumulative dividends of 60c per share 
per annum, convertible for class ‘’B’’ common 
shares 

87,500 class ‘‘B’’ common shares of no par value, 
of which 37,500 unissued shares are reserved for 
conversion of class ‘‘A’’ shares 

Issued and fully paid - 
37,500 class ‘‘A’’ shares and 
BHOLOOOKCasSiiBmeSNaneS teercecereccatce-retaceccrecteneserstenseanacienG 125,000 125,000 


REMAINEDREARNIINGS Seccertec cc ct sateosesteccecscnnssuctereqsoassasansencseees 981,704 839,265 


EXCESS OF APPRAISED VALUE OF FIXED ASSETS 
OVERS DEPRECIATED) COS Trrrcceessac-cccsrssseancecercenesasercces 244,417 244,417 


1,351,121 1,208,682 


$2,694,069 $2,480,829 


The accompanying notes are an integral part of the financial statements. 


REPORT 


ind its subsidiaries as at December 31,1972 and the consolidated statements of income and 
tion included a general review of the accounting procedures and such tests of accounting re- 


sial position of the companies as at December 31,1972 and the results of their operations 
generally accepted accounting principles applied on a basis consistent with that of the pre- 


MacGILLIVRAY & CO., 
Chartered Accountants. 


ROYAL OAK DAIRY, LIMITED 
CONSOLIDATED STATEMENT OF INCOME 
FOR THE YEAR ENDED DECEMBER 31, 1972 
(with comparative figures for 1971) 


1972 1971 
Gua re 
SALES 3:2 acct. ce sei rte ase nee cern mee erates $ 0,401,596 $9,439,179 _ 
COST OF SALES, including selling 
general and administrative Expenses..................eseeeeeeeeeeeeeees 9,964,684 9,022,477 


436,912 416,702 


PROVISION FOR DEPRECIATION ....000... cece eeeeeeeeeeseeneeeeees 121,555 115,265 
INTEREST ON LONG-TERM DEBT uu... ccceeceeeceee ee eeees 13,795 OF aad, 


135,350 124,382 


NET EARNINGS before income taxes ..................cceecccccecececaceececs 301,562 292,320 
INCOME-STAXES shes Smee on thon, Lense Oh eee ene 128,700 135,900 
NET EARNINGS FROM OPERATIONS ....0....ccccccsssscesssseeee 172,862? 156,420 
INCOME FROM MARKETABLE SECURITIES........cccccccccoose 17,393 16,708 
NET EARNINGS EORITHE VEARS Ghee ee ee $ ¢ 196,285. 173,128 ) 


NET EARNINGS PER COMMON SHARE (Note 1) 


Actiial af tx@ Wine Le Nee ace omy et eet ta ae De $ 3368 GoD 


tees siaenas sence th connie wn caets ¢ <b ori caneseaetermee eee Ad $ 2.17 $ 1.98 


CONSOLIDATED STATEMENT OF RETAINED EARNINGS 
FOR THE YEAR ENDED DECEMBER 31, 1972 
(with comparative figures for 1971) 


BALEANGE=®- beginninglot yearn s-terc erect teccoe eee ae $ 839,265 $ 723,984 


Netiearningsstormtnesy Catotccscscsccssssetecssterscetesttansseccces see eas 190,255 173,128 


1,029,520 897,112 


Divide nS terete ren ce eters ccc eteec see on wosncicccce coon scccsaeacetceses 47,500 47,500 
Eoss'onisalerof marketablelsecuniticS:1.c.cc1e sc. -cccee ee ccesceseeoes 316 1,239 
Eossionisalevof Mixed aSSClSiecse.cc sects ssecteccseacscccacescssscnecenecmens 9,108 

47,816 57,847 


BALANCE - end of year $ 981,704 $ 839,265 


ROYAL OAK DAIRY, LIMITED 
STATEMENT OF SOURCE AND APPLICATION OF 


THE YEAR ENDED DECEMBER 31, 1972 
(with comparative figures for 1971) 


1972 
GH IDIOY CA le ere ne Sat acid oasapnee cts $ 190,255 $ 
Lea cect Tec e tae te lonivadatad sce neat aateetenwses 0 121,555 
PETMECRtAXaCh eC Itienaicceceenseeneetesstes ete 15,033 
326,843 
Lee Soar eae Pen cc someveccacacet es sosesan arenes nssal 30,000 
ANIMIOG{TG AGES So nocaseece steecsecueurecsetes <caes 67,406 
Pf XOC ASSETS 4. osescesecceetesssccectswssceese4 1,798 
426,047 
lechassetsen irene ceomea eereeee nn ae 233,133 
SALSA voce ne Ocha ener kai 7,936 
Ra Pe eee et ccee sat eee hea ac yoo covcSelaaesee 47,500 
MarketaplesecuUnitiosmeeeses seater: 315 
Wate iCOMPANY cite aessc-tseeeereeeee es 20,000 
308,884 
KING CAPITAL FOR THE YEAR 117,163 
- beginning of year ...............0.060:00 405,808 


= ONC OF Veal ccecostecnc sche sactccedian tae $ 522,971 $ 


FUNDS 


1971 


173,128 
115,265 
9,239 


297,632 


9,746 
7,782 


315,160 


220,773 
5,851 
47,500 
1-239 
10,000 


285,363 


29,797 
376,011 


405,808 


ROYAL OAK DAIRY, LIMITED 
CONSOLIDATED STATEMENT OF INCOME 


FOR THE YEAR ENDED DECEMBER 


31, 1972 


(with comparative figures for 1971) 


COST OF SALES, including selling 
general and administrative expenses..................2-seceeeceeeeeeees 


NET EARNINGS before income taxes ...............ccccccececceeececscececees 


INCOME TAXES 


NET EARNINGS PER COMMON SHARE (Note 1) 
Actual 


CONSOLIDATED STATEMENT OF RETAINED 
FOR THE YEAR ENDED DECEMBER 31, 
(with comparative figures for 1971) 


BALANCE: beginning! of: yeat®...c::2-22..ss.ccessceseoscccccecenscadsesevecasases 


Net earnings Tomeinel vied terres suscsertessasisenseesesrcccssosececenes 


BALANCE - end of year 


1972 1971 


gee ee 


pera 


~~ 


9.964684 9999477 


EARI 
197% 


A 


$ 981,704 $ 839,265 


at. 


$ 0,401,596 $9,439,179 


ROYAL OAK DAIRY, LIMITED 
CONSOLIDATED STATEMENT OF SOURCE AND APPLICATION OF FUNDS 


FOR THE YEAR ENDED DECEMBER 31, 1972 
(with comparative figures for 1971) 


1972 1971 
SOURCE 
From operations - 
Netearmings fan the y Cat sssctstecisceces-soe-ccrssteene $ 190,255 $ 173,128 
DeDKeClatl omy nies serrenrasaee te erace seve cae weieeecceseees 121,555 115,265 
linereaseniniaererneditaxccreditiesc-sereratceecncenenes 15,033 9,239 
326,843 297,632 
NCKEaseniMeDaNkelOdMike: sa-sctecececcsscceteectIs-csencesccasmesesceccereses's 30,000 
Proceeds from loans and MOrtgageS ..........ccsscceeceeceeeeneceeceeee 67,406 9,746 


Proceeds on disposal of fixed assets ............ccceeeceeeeceeeeeneeens 1,798 7,782 


426,047 315,160 


APPLICATION 


RacithonsitonhixeciasSetsmeceeeeteee eee tena: 233,133 220,773 


MOTI EIS DEN TIVEIIUS coccannnncocosoenbnscoonachannenbacdbndcndécnocctr 7,936 5,851 
ris Ct go Same) Tet I Bs Batts Be Tac aoe RN rer 47,500 47,500 

Loss on sale of marketable securities ............:0.c00008 315 1,239 
Advance to affiliated COMPANY .........s:scceseesecesrneeoees 20,000 10,000 
308,884 285,363 

INCREASE IN WORKING CAPITAL FOR THE YEAR 117,163 2S) MI) 


WORKING CAPITAL - beginning of year ..............0....06008 405,808 376,011 


WORKING CAPITAL - end of year....................cccceeceeeeees $ 522,971 $ 405,808 


ROYAL OAK DAIRY, LIMITED 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
FOR THE YEAR ENDED DECEMBER 31, 1972 


. REMUNERATION OF DIRECTORS AND SENIOR OFFICERS 
The total direct remuneration paid to directors and senior officers of the 
company amounted to $113,970 in 1972 and $109,360 in 1971. 


. MORTGAGES PAYABLE 

The company is liable for various mortgages with the major portion against 
retail store locations. Interest rates on these mortgages range from 7% to 10% 
and the latest maturity date is within the year 1977. 


. BANK LOAN 

The long-term bank loan comprises amounts of $130,000 due December 1974 
and $100,000 due December 1975. Marketable securities are pledged with the 
bank as security for the loan. 


. LEASE COMMITMENTS 

The minimum annual rentals under leases for retail store locations amount to 
$139,000. None of the leases extend for a period of more than ten years from 
the balance sheet date. 


. FIXED ASSETS AND ACCUMULATED DEPRECIATION 
The fixed assets of the company were appraised at December 31, 1948 by 
Dominion Appraisal Company Limited. All subsequent additions have been re- 
corded at cost. Accumulated depreciation was determined by the above appraisal 
with subsequent provision based on original cost of the assets. 


. EARNINGS PER SHARE 

The calculation of net earnings per share on a fully diluted basis for 1972 and 
1971 assumes the conversion of all the 37,500 class ‘‘A’’ preference shares to 
common shares. 


. GUARANTEES 

Royal, Oak Dairy, Limited has acted as co-guarantor for certain contractual 
obligations of an affiliated company. The total contingent liability under these 
agreements amounts to $60,230. 


. COMPANIES CONSOLIDATED 

These financial statements include the accounts of the parent company, Royal 
Oak Dairy, Limited and its wholly-owned subsidiaries, Bantam Stores Limited 
and Riverview Dairy Limited. 


ROYAL OAK DAIRY, LIMITED 
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ROYAL » OAK DAIRY. LIMITED... 


INTERIM REPORT 
JUNE 30, 1972 


AROI1 


TO THE SHAREHOLD 


Unaudited net earnings for the Ti are essentially unchanged from 1971. 
The consolidated sales of the Dairy and its Bantam Store division are up over 11%, despite in- 
tense market competition and sizeable swings in both retail and wholesale prices. These and higher 
operating costs including increased wages put considerable pressure on profits. 


We used working capital in the dairy for additional milk cooling so we now bottle about a 
degree above freezing, an important step towards still higher quality. Capital was also used in the 
purchase of operating stores and locations for new controlled milk outlets. We plan further pur- 
chases of modern equipment and new stores this year. 


We believe the overall trends shown in this first half will continue in the second half with sales, 
material costs and expenses all increasing; earnings at year end are expected to be less than 1971. 


D. R. HAMILTON, 
August 17, 1972. President. 
Hamilton, Ontario. 


CONSOLIDATED STATEMENT OF EARNINGS 
FOR THE, SIX.MQ DED JUNE 30, 1972. 


SS ARES Tee Re TRE 
(Unaudited) ' eS 

1972 1971 oe 
eet eer Rk crc, Al FE. Pe ey oi ses van alts. Qisvave-avasde. $5,150,408 $4,619,082 
So CUPS SSS 8 Re I Se Re Re 3,680,348 3,289,132 
aE MMe EICI SANG S02 Nee ce oka eas kneel fa ode n bs covhgubadecevudas 1,470,060 1,329,950 
Selling, General and Administrative Expenses .......................0.....0.. 1555-585 1,212,833 
Netearnimecs pelore Laxes ono Income: sic. oe ee 114,475 147,147 
PIO VIsIOMEtOLr LAXCSPON INCOME. ..ayls.nigee ieee ssesldnaiinecl ou 49,146 52,500 . 
IN TEN Ie ee cs Fae cs snub ce ore eecale souaubbntwciy s+ Si. 6,529 oe $ 64,617 
NET EARNINGS PER COMMON SHARE (NOTE 2) 


AC ARERE SE UME in one eM OMe CUES, are NB ted ets aoa he 
1 TUTE BLU 70 1 Sa et eM acne br ga) ARR * pet ae) en 


CONSOLIDATED STATEMENT OF SOURCE AND APPLICATION OF FUNDS 
SOURCE OF FUNDS 


Pads (ron Current: Operarions- ate... «ese ak. eens ke » Salas BPG 8 UP $ 109,127 
PTOCCEUS FORT INOL Gees te ener, Meee tr ee Staten wares fa crs sce Ae 37,500 noe 
NtICHOE EERECHASSCES elt re eae sie eee hg. ee eR ahaa sR tie donned PEA | 4,467 


$ 166,848 $ 113,594 
APPLICATION OF FUNDS 


Reductiony in: DAnReOAN %....nisto ahs keer os ae needa ee $ 20,000 $ 100,000 
Rive el (Pha VERICH ES eet oo ata ee, ee 2 oe oR NT =u Pree ws Pde 36,250 36,250 
RL CTIA SEs Of ROG PAS SOES elisa eB andy Sas neg MeN Ae ieee a 136,130 30,983 
PAOPECAIE PAVINENIS pee. sie, Brena og. cate etians ne oe ol, Mm RE Ina 3,818 3,431 
cies te Sale. OT TSCCULINC ao hes Can ocak eae: ssccPhg = Samer e cee Ta — b239 
RACCCASC Ae tordy CO uct Ia teN Shes sae te rag dey ere oon See Sehr 15,000 — 


$. 291,198 > 171,903 
DECREASE IN WORKING CAPITAL |... 0.00.5 $ 44,350 58,309 


NOTES TO FINANCIAL STATEMENTS 
1. The statements for the six months ended June 30, 1972 include the results of Royal Oak Dairy Limited and 
‘Oy wholly-owned subsidiaries Bantam Stores Limited and Riverview Dairy Limited. 


The calculation of net earnings per share is on a fully diluted basis and is for all the 87,500 issued shares. 
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